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INTRODUCTION 


The  announcement  last  fall  by  the  Anaconda  Company,  now  a  wholly-owned 
subsidiary  of  Atlantic-Richf ield  Company,  of  suspension  of  operations 
at  its  smelter  in  Anaconda  and  at  its  refinery  in  Great  Falls  rever- 
berated across  Montana  in  shock  waves  intensifying  as  the  implications 
for  Montana's  economy  were  understood  by  citizens  far  removed  from 
the  directly  impacted  communities. 

This  citizen  concern  caused  the  Legislative  Council  to  act  promptly 
to  determine  if  the  circumstances  warranted  remedial  action  by  the 
47th  Legislature.   Obligation  to  make  this  determination  was  placed 
upon  a  special  committee  designated  by  the  Council  at  its  meeting 
on  November  8,  1980.   This  Select  Committee  on  Economic  Problems 
chose  Representative  Joe  Quilici  and  Representative  Gene  Donaldson 
as  its  chairman  and  vice  chairman  respectively.   Other  legislators 
assigned  by  the  Council  to  serve  on  the  committee  were  Representatives 
Daniel  Kemmis  and  Chris  Stobie  and  Senators  Carroll  Graham,  Steve 
Brown,  Harold  Dover  and  Pat  Goodover. 

Representative  Kemmis  and  Senator  Goodover  subsequently  asked  to  be 
replaced  on  the  Committee  and  were  succeeded  by  Representative 
James  Azzara  and  Senator  Gary  Lee,  respectively. 

Committee  membership  was  drawn  from  widely  dispersed  localities  and 
provided  representation  for  every  geographic  area.   The  lack  of 
representation  of  Anaconda  on  the  Committee  was  compensated  by 
Chairman  Quilici,  a  businessman  from  Butte,  a  city  that  shares 
identification  with  and  commonality  of  interest  with  Anaconda 
because  of  geographic  proximity  and  because  of  reliance  upon  the 
copper  industry  for  economic  sustenance. 

Philosophically,  the  committee's  diversity  of  view  reflects  the 
complexion  of  the  Legislature  and  the  broad  multiplicity  of  thinking 
of  the  citizens  of  the  state. 

These  varied  backgrounds,  talents  and  abilities  aided  the  Committee 
in  its  consideration  of  the  questions  raised  by  this  charge  from 
the  Legislative  Council: 

"The  Committee  shall  gather  information  and  make  a  report 
to  the  Forty-Seventh  Legislature  on  the  following  specific 
issues : 

a.  Are  the  Montana  ambient  air  quality  standards  related 
to  fluoride  appropriate? 

b.  Is  the  one-hour  ambient  air  standard  for  sulfur  dioxide 
appropriate? 

c.  Is  the  ambient  air  quality  standard  for  total  suspended 
particulate  appropriate? 

d.  How  do  the  Montana  standards  mentioned  in  a,  b,  and  c 
above  compare  with  federal  standards  and  those  of  other 
states? 
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e.  What  economic  benefits  are  available  for  workers  and 
businessmen  displaced  by  the  plant  closures  either  as 
a  direct  result  of  the  closures  or  due  to  secondary 
effects  of  the  closures? 

f.  What  sorts  of  comprehensive  economic  development  plans 
do  other  states  have?  What  are  the  basic  legislative 
elements  of  those  plans?" 

Committee  Activities 

Immediately  upon  organizing  on  November  20,  1980,  the  Committee 
initiated  a  plan  to  inform  itself  and  the  public  on  the  circumstances 
preceding  the  decision  by  the  Anaconda  Company  to  close  its  Great 
Falls  and  Anaconda  facilities.   At  that  time,  only  six  weeks  remained 
before  the  opening  of  the  session.   Because  the  Committee  members 
felt  strongly  that  the  first  stage  in  its  inquiry  required  a  face- 
to-face  meeting  with  members  of  the  Montana  congressional  delegation 
and  the  highest  executives  of  the  Anaconda  Company,  four  weeks 
elapsed  before  a  mutually  convenient  date  arrived. 

On  Friday,  December  19,  the  Committee  heard  statements  from  Ralph 
Cox,  President  of  the  Anaconda  Company,  James  Marvin,  President  of 
the  Anaconda  Copper  Company,  U.S.  Senators  John  Melcher  and  Max 
Baucus  and  spokesmen  for  Representatives  Pat  Williams  and  Ron 
Marlenee.   Those  discussions  opened  at  1  p.m.  in  the  Senate  Chambers, 
occupied  the  entire  afternoon,  and  focused  on  the  reasons  for  the 
Anaconda  Company's  decisions  to  close  the  Montana  plants,  the  effect 
of  federal  regulations  on  those  decisions,  the  efforts  of  Montana's 
congressional  delegation  to  devise  a  legislative  and  regulative 
framework  to  prevent  the  closures,  and  the  question  of  whether  the 
company  timely  and  accurately  advised  the  lawmakers  of  its  plans 
and  target  dates. 

The  Committee  reconvened  at  8  a.m.,  Saturday,  December  20,  to  hear 
presentations  by  invited  representatives  of  industry  and  industrial 
and  trade  associations.   Those  statements  continued  well  into  the 
afternoon  and  were  followed  by  statements  from  ranchers  and 
environmental  representatives  who  appeared  and  asked  for  time, 
believing,  mistakenly,  that  the  Committee  had  attempted  to  deny 
them  an  opportunity  speak.   In  fact,  the  Committee,  recognizing 
that  statements  by  business  and  industry  spokesmen  would  occupy 
most  of  the  day,  had  intended  to  invite  public  interest  groups 
and  agricultural  interests  to  a  later  session. 

The  Committee  met  next  on  the  second  day  of  the  legislative  session, 
Tuesday,  January  6,  1981,  in  the  S.R.S.  auditorium.   During  this 
session  of  more  than  three  hours,  the  Committee  heard  almost  20 
persons  representing  various  segments  of  agriculture,  mining,  and 
the  environmental  movement. 

A  final  public  hearing  was  conducted  on  the  evening  of  Wednesday, 
January  21,  with  an  agenda  composed  of  19  persons  representing 
environmental  organizations,  mining  companies,  development 
associations,  labor  groups,  business  associations,  public  health 
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officials,  and  other  interested  individuals  and  organizations. 
This  hearing  extended  over  two  hours. 

During  the  first  month  of  the  legislative  session,  the  Committee 
had  two  executive  meetings  to  plan  and  coordinate  its  activities. 

Committee  Findings 

Limitation  of  time  and  diversion  of  attention  to  legislative  matters 
severely  restricted  the  ability  of  the  Committee  to  formulate 
specific  recommendations  to  propose  to  the  47th  Legislature. 

The  members  feel  that  the  activities  of  the  Select  Committee  should 
be  treated  as  only  the  first  step  in  a  process  to  continue  through 
the  biennium  with  the  objective  of  laying  before  the  48th  Legislature 
a  comprehensive  overview  of  Montana's  economic  problems  and  prospects. 
A  wealth  of  information  is  available  from  public  and  private  research 
agencies,  waiting  to  be  correlated  with  facts  from  business  and 
industry  and  from  federal,  state  and  local  governments. 

Any  study  authorized  by  the  47th  Legislature  should  be  sharply 
focused  on  specific  segments  of  the  state's  economy  to  assure  that 
staff  efforts  will  not  be  diffused  over  a  subject  area  so  broad  as 
to  deny  adequate  concentration. 

Already  introduced  in  the  47th  Legislature  are  several  study 
requests,  some  of  which  touch  on  topics  which  the  Select  Committee 
would  recommend. 

Of  significance  to  the  state's  economic  future  could  be  inquiries 
into  these  subjects: 

(1)  The  mining  industry  and  its  ability  to  survive  and  thrive 
in  Montana  during  the  closing  decades  of  the  20th  century 
and  into  the  21st  century. 

Of  particular  import  for  consideration  is  the  necessity 
for  and  the  advisability  of  mining  taxes  to  preserve  part 
of  the  value  of  the  mineral  extractions  for  the  continuing 
benefit  of  Montanans.   Establishment  of  such  an  impost  at 
a  rate  that  will  not  seriously  impair  the  profitability 
of  the  mine  could  create  a  fund  to  provide  financing 
unavailable  elsewhere  for  future  generations. 

Equally  important  is  the  rehabilitation  or  reclamation 
of  mine  sites.   Conversion  of  the  state  or  a  portion  of 
it  into  a  vast  spoil  area  is  a  result  that  Montanans  hope 
to  avoid. 

The  ultimate  consideration,  however,  may  be  the  effect 
of  mining  of  Montana's  limited  water  resources.   Recog- 
nition of  water  as  the  key  factor  in  all  human  activity 
is  the  common  bond  that  unites  Montanans  of  all  philoso- 
phies, and  any  mining  activity  —  in  extraction,  refining  or 
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transportation  —  that  diminishes  the  availability  of  water 
for  other  necessary  purposes  should  be  balanced  carefully 
against  the  demand  for  water  for  other  elemental  needs. 

Not  to  be  ignored  is  the  metals  refining  industry  that 
is  supplemental  to  and  dependent  upon  mining  activites. 
It  was  closure  of  two  of  the  largest  of  these  facilities 
that  caused  the  creation  of  the  Select  Committee.   Only 
two  major  facilities  of  this  type  remain  in  Montana, 
and  the  Select  Committee  was  told  that  their  continued 
operation  could  be  jeopardized  by  unreasonable  tightening 
of  environmental  constraints. 

(2)  The  petroleum  industry's  impact  upon  Montana's  economy. 
Montana  has  been  a  producer  of  oil  and  natural  gas  for 
more  than  six  decades,  and  our  state  is  a  net  exporter 
of  petroleum.   Along  with  coal,  oil  and  gas  exploration 
is  the  most  promising  of  the  natural  resource  industries. 
Scores  of  drilling  rigs  and  probably  even  more  seismic 
exploration  crews  are  busy  at  any  time  searching  Montana's 
expanses  for  the  energy  resources  to  reduce  America's 
dependence  on  foreign  sources  and  provide  jobs  and  profits 
for  Montanans. 

Persistent  optimism  is  a  requisite  for  one  who  searches 
for  oil  and  gas,  but  this  common  characteristic  of  petro- 
leum experts  does  not  diminish  Montana's  promise  as  the 
repository  of  still  undiscovered  reservoirs. 

As  with  the  mining  industry,  the  state's  policy  on 
severance  of  oil  and  gas  resources  will  have  demonstrable 
effect  on  the  level  of  activity  of  the  industry  and  on 
the  extent  of  the  trust  funds  available  to  future  gener- 
ations . 

.  Representatives  of  the  petroleum  industry  echoed  the 
sentiments  of  the  mining  industry  in  warning  that  unrealistic 
environmental  constraints  could  jeopardize  expansion  or 
even  continuation  of  their  industry. 

(3)  The  survival  of  the  lumber  industry.   Almost  one-third  of 
Montana  is  forested,  and  this  renewable  resource  provides 
the  raw  material  for  a  major  industry.   Its  concentration 
in  the  western  one-third  and  the  northwestern  corner  of  the 
state  makes  the  forest  products  industry  predominant  in 
the  economy  of  vast  areas  of  the  state.   Several  counties 
and  numerous  towns  in  Montana  co-exist  with  the  lumber 
industry.   A  minor  adjustment  in  the  lumber  market  causes 
major  business  tremors  in  these  communities  whose  economic 
health  is  tied  inextricably  to  the  volume  of  lumber, 
plywood,  and  forest  products  in  demand  throughout  the 
nation. 
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Montana's  lumber  production  far  surpasses  the  demand 
generated  within  its  own  boundaries.   National  and 
international  business  conditions  reflect  swiftly  in 
logging  and  sawmilling  from  Libby  to  Livingston  with 
effects  rippling  through  the  economy  of  the  vast  region. 

Soaring  interest  rates  of  the  past  two  years  have  virtually 
paralyzed  home  building.   Many  of  the  smaller  companies 
have  fallen  casualties  of  the  high  interest  rates;  even 
the  larger,  integrated  operations  have  been  forced  to 
severely  restrict  their  activities. 

Although  single-digit  interest  rates  cannot  be  expected 
soon  again,  a  sharp  and  early  decline  would  ameliorate 
many  of  the  immediate  concerns  of  forest  products  com- 
panies, who  are  faced  with  a  plethora  of  problems  ranging 
from  increasing  stumpage  costs,  higher  logging  expenses, 
higher  standards  of  logging  road  construction,  proposals 
for  expanded  wilderness  designations  that  would  reduce 
the  available  supply  of  timber,  and  environmental  regu- 
lations that  delay  projects  and  increase  costs  of  all 
operations . 

(4)   Agriculture's  role.   Montana's  farmers  and  ranchers  are 
still  the  largest  and  strongest  link  in  the  state's 
economic  chain.   The  people  who  grow  the  cattle,  sheep, 
wheat,  sugar  beets,  bees  and  other  livestock  and  crops 
face  fully  as  many  problems  as  other  segments  of  the 
economy. 

Nature  is  the  strongest  adversary  of  the  agriculturists, 
and  the  drought  conditions  presently  being  experienced 
defy  mere  man's  intervention.   The  drought,  however, 
compounds  economic  problems.   Low  prices,  high  interest 
rates,  rising  land  prices,  stiffer  foreign  competition, 
and  embargoes  are  entwined  with  political  pressures  and 
governmental  regulation  to  complicate  the  already  staggering 
problems  of  the  farmer  and  rancher. 

As  a  participant  in  the  free  market  system  the  agriculturist 
has  many  concerns  in  common  with  the  industrialist.   But 
in  some  areas  these  groups  find  themselves  opposed  to  each 
other. 

Their  interests  conflict  on  the  use,  reservation  and 
diversion  of  water.   Protection  of  the  state's  water  resources 
to  accommodate  future  demands  of  agriculture  can  be  contrary 
to  the  immediate  consumptive  needs  of  industry. 

Agriculture  needs  strong  anti-pollution  laws  to  protect 
crops,  forage,  and  animals  from  the  pernicious  gases, 
liquids  and  solids  emitted  from  industrial  plants. 

Agriculture  needs  fast,  reliable,  low  cost  transportation 
to  move  its  crops  and  animals  to  market  and  to  bring  the 
machinery  and  supplies  necessary  for  production  and  existence. 
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As  a  capital  intensive  industry  requiring  substantial 
land  base  and  modern  equipment,  agriculture  is  parti- 
cularly susceptible  to  the  impact  of  taxes.   Reasonable 
tax  policies  to  distribute  fairly  the  burden  among  all 
segments  of  the  economy  are  essential  to  a  prosperous 
agricultural  industry  as  is  the  development  of  new  mineral 
industries  to  create  a  new  source  of  taxes  to  share  the 
burden  with  agriculture. 

(5)  Travel  and  tourism.   Regarded  by  many  as  Montana's  third 
largest  industry,  the  recreation  business  is  the  victim 
of  short  seasons,  long  distances  and  steeply  escalating 
gasoline  prices. 

Although  every  facet  of  Montana's  economy  is  hostage  to 
the  transportation  industry,  tourism  is  particularly 
vulnerable.   Unless  visitors  can  be  drawn  from  population 
centers  on  the  Pacific  Coast  and  in  the  Midwest,  the 
volume  of  business  is  insufficient  to  generate  comfortable 
profit  margins.   Reductions  in  Amtrak  routes  and  schedules 
make  it  unlikely  that  the  railroad  passenger  system  will 
carry  sufficient  travelers  to  Montana  destinations  to 
offset  the  diminution  of  private  automobile  traffic  caused 
by  gasoline  prices  approaching  $1.50  per  gallon. 

Imaginative  promotion  and  development  of  tourist  attractions 
will  be  necessary  to  prevent  noticeable  reduction  in  numbers 
of  tourists  entering  Montana  in  the  future. 

Tourist  service  functions  may  be  efficiently  and  profitably 
provided  by  family-size  businesses  whose  operational 
economies  can  offset  declining  volume.   Effort  should  be 
directed  toward  encouraging  these  enterprises. 

(6)  Small  business  preservation.   Except  for  a  few  utility  and 
transportation  companies  and  probably  less  than  a  dozen 
other  multinational  corporations  who  operate  plants,  mines 
or  refineries,  virtually  every  employer  in  Montana  falls 
within  the  statutory  definition  of  small  business.   This 
category  has  particularly  difficult  problems  of  capital 
acquisition,  compliance  with  tax  laws  and  health  and  safety 
regulations,  conformance  with  reporting  requirements, 
development  of  markets,  recruitment,  training  and  retention 
of  employees,  and  competing  with  larger  companies  in  wage 
levels,  fringe  benefits  and  other  enticements. 

Experience  indicates  that  a  community  may  be  stronger, 
more  stable,  and  less  susceptible  to  the  vagaries  of  the 
business  cycle  if  its  residents  are  employed  by  a  number 
of  smaller,  diverse  enterprises  each  employing  a  few  score 
or  hundreds  of  people  rather  than  by  a  single  huge  company. 
Butte,  Anaconda,  Great  Falls,  and  some  of  Montana's  lumber 
towns  are  examples  of  single-industry  communities  and  the 
ill  effects  upon  them  of  market  conditions. 
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Small  business  provides  about  80  percent  of  the  new  jobs 
in  the  United  States,  and  its  impact  may  be  even  greater 
in  Montana. 

Encouragement  of  small  business  must  be  a  primary  obiective 
of  the  Legislature. 

(7)   Environmental  protection.   Adequate  space  for  comfortable 
living,  clean  air  and  abundant  pure  water  are  among  the 
advantages  that  Montanans  have  opted  to  enjoy  in  preference 
to  the  possibility  of  higher  monetary  rewards  for  living 
elsewhere.   Hardly  any  Montanan  would  degrade  the  quality 
of  the  environment,  although  many  will  differ  on  the  degree 
of  change  that  can  be  accommodated  before  noticeable 
damage  results. 

Enforceable  environmental  laws,  administered  by  responsive 
and  responsible  state  agencies,  are  essential  to  protection 
of  human  health,  preservation  of  land,  air  and  water 
resources,  and  to  regulation  of  economic  activity.   Montana 
has  such  a  system  already  established.   Modifications  may 
be  necessary  to  adapt  the  system  to  the  realities  of  life, 
but  the  system  should  be  preserved  with  sufficient  authority 
to  protect  environmental  quality. 

The  Committee  found  no  conclusive  evidence  that  air 
pollution  restraints  were  solely  responsible  for  the 
closure  of  the  Anaconda  Company's  facilities  at  Great  Falls 
and  Anaconda.   Rather,  the  closure  appears  to  have  been 
the  culmination  of  a  long  and  complex  series  of  factors 
including  not  only  environmental  laws  but  also  declining 
profit  levels  with  resulting  reductions  in  investment 
capital  available,  modernization  costs,  tax  policies,  dimin- 
ishing quality  of  ore,  and  management  decisions  on  the 
most  fruitful  use  of  capital. 

(8)   Other  economic  problems.   Montana  is  faced  by  a  variety  of 
other  situations  that  demand  action  to  preserve  jobs  and 
business  opportunities.   Among  these  are: 

A.  Transporation  and  isolation  from  population  centers. 
The  long  distances  to  sources  of  supply  and  to  markets 
for  Montana  products,  coupled  with  rising  freight 
rates  and  decreases  in  the  number  of  carriers,  is  a 
major  problem  in  business  planning. 

B.  Overlapping  federal  and  state  regulation  multiply 
problems  and  costs  for  all  segments  of  the  population. 

C.  Foreign  competition  and  impact  of  world  markets. 
The  people  of  Montana  must  operate  their  business 
and  industrial  enterprises  within  the  context  of  the 
mterdependency  of  countries  and  continents.   To 
finance  purchases  of  raw  materials  and  goods  produced 
in  foreign  lands,  we  must  exchange  the  product«^ 
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of  our  mines,  fields  and  forests.   Profitable  enter- 
prises seldom  exist  by  trading  among  the  residents 
of  the  country  of  origin  of  the  product;  rather 
products  are  traded  for  those  things  that  cannot  be 
grown,  extracted,  or  manufactured. 

D.   Clean  and  diversified  industry.   A  universal  objective 
IS  to  find  some  method  to  produce  goods  that  will  sell 
profitably  without  diminishing  the  quality  of  the 
environment.   But,  common  sense,  as  well  as  our  state's 
history,  tells  us  these  goals  are  contradictory. 
Montana's  economy  has  been  based  mainly  on  exploitation. 
Natural  resource  development  has  been  and  will  continue 
to  be  the  key  to  our  economy.   The  nature  of  natural 
resource  development  requires  a  change  of  the  environ- 
ment.  Our  success  as  citizens  will  be  judged  by  the 
limits  we  place  on  environmental  change  while  encouraging 
the  industrial  activity  necessary  for  a  viable  economy. 

E.   Tax  incentives.   The  effect  of  taxes  on  economic  progress 
has  long  been  argued.   The  tax  system  can  encourage 
development  or  slow  it.   There  is  no  unanimity  of 
opinion,  however,  among  experts  that  tax  incentives 
are  truly  helpful.   In  some  instances,  the  tax  advantages 
have  had  negative  impact  on  the  community. 


F.   Community  impact  assistance.   The  legislature  must 
address  the  problem  of  impact  of  economic  change  on 
communities  that  suffer  plant  closures  or  other  severe 
economic  displacement. 

Legislative  Proposals 

Individual  legislators  have  anticipated  the  findings  of  the  Select 
Committee  with  introductions  of  scores  of  bills  intended  to  regulate 
or  modify  conditions  that  are  inimical  to  business,  to  stimulate 
business  and  industrial  development  and  expansion,  reduce  environmental 
restrictions,  provide  more  attractive  financing,  revise  facilities 
siting  rules,  encourage  investment  in  Montana,  improve  the  transporta- 
tion system,  and  provide  other  incentives  to  business  enterprises 
of  all  sizes  and  types. 

Until  all  of  these  proposals  have  passed  through  the  legislative 
mill,  any  judgment  on  the  need  for  other  changes  or  improvements  in 
Montana's  laws  will  be  premature.  »=  "cuub  in 

Recent  action  by  the  Board  of  Health  and  Environmental  Sciences  to 

Prove"that  tM^f''  '"'^'  ''  "^°P'"''  ^^"'^  ^"^^  °"  fluoride  emissions 
prove  that  this  agency  is  not  implacable  and  recognizes  the  necessity 
for  adjustment  of  unworkable  regulations.  necessity 
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A  concerted  program  of  legislative  enactment,  regulatory  improvement 
and  citizen  effort  will  be  necessary  to  erase  the  anti-business 
image  that  now  beclouds  Montana's  name. 

The  select  committee  endorsed  SJR  17  that  recommended  repeal  of 
the  existing  fluoride  ambient  standard  and  adoption  of  the  original 
recommendations  of  the  Department  of  Health. 

Difficult  Choices  Ahead 

Montana  faces  a  period  of  bleak  alternatives  when  only  wise  counsel 
and  prudent  choices  will  assure  prosperity  and  opportunity.   Some 
benefits  that  this  and  previous  generations  have  accepted  as  rightful 
legacies  will  be  unavailable  or  noticeably  reduced  for  future 
Montanans.   Yet  pursuit  of  sensible  economic  and  governmental 
policies  will  encourage  the  private  sector  to  continue  and  to  expand 
endeavors  to  provide  jobs  and  profits  for  the  future. 
The  Legislature  needs  continuing  research  to  determine  the  course 
to  chart  to  reach  that  goal. 

Therefore,  it  is  recommended  that  the  Select  Committee's  lite  be 
extended  to  work  on  the  issues  outlined  in  this  report  during  the 
biennium  ending  June  30,  1983. 
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Representative  Joe  Quilici 

Montana  State  House  of  Representatives 

State  Capitol 

Helena,  Montana  59601 

Dear  Representative: 

Rtilph  Cox  asked  me  to  reply  to  your  letter  of  March  24,  1981  asking  for 
Anaconda's  comments  on  six  findings  contained  in  the  Evironmental 
Protection  Agency's  preliminary  report  entitled  "Role  of  Clean  Air  act 
Requirements  in  Anaconda  Copper  Company's  Closure  of  Its  Montana 
Smelter  and  Refinery".  Our  references  are  to  the  numbered  paragraphs 
appearing  on  pages  two  through  nine  of  the  report  under  the  heading  of 
"Preliminary  Findings  and  Conclusions". 

2.  Even  in  the  absence  of  Federal  and  State  environmental  and 
health  regulations,  the  smelter  was  a  marginal  operation  that 
may  not  have  been  economically  viable  in  the  long  run  due  to 
numerous  economic  and  operational  factors  affecting  the 
continued  operation  of  the  facility. 

Anaconda  Copper  Company  regarded  the  smelter  as  one  of  the  process 
steps  in  the  production  of  copper,  not  as  a  profit  center.  As  such,  the 
words  "marginal  operation"  can  only  refer  to  the  smelter  being  meirginal  in 
comparison  to  other  treatment  facilities  available.  In  its  current 
configuration,  without  the  added  burden  of  environmental  regulation,  the 
Anaconda  smelter  provided  the  least  expensive  alternative  for  the  smelting 
and  could  have  continued  operating  indefinitely.  In  other  words  without 
new  environmental  costs,  the  smelter  was  the  most  economical  option 
available  and  would  have  continued  operating. 

3.  Anaconda's  estimated  cost  of  $400MM  for  complying  with 
Federal  and  State  environmental  and  health  regulations  is 
misleading  tind  overstated. 

EPA  states  on  Page  12  of  the  report  that  a  "cost  estimate  for  the  roaster, 
electric  furnace,  converter,  slag  cleaning,  anode  furnace  and  50%  of 
utilities  areas  are  considered  to  be  for  plant  process  improvements  since 
these  costs  are  not  for  pollution  control  equipment".  Actually,  the  cost  for 
the  roaster,  electric  furnace  and  converter  modifications  were  to  transport 
gases  to  the  acid  plant  with  minimum  dilution  in  order  to  maximize  SOo 
recovery.    Slag  cleaning  was  added  to  eliminate  the  practice  of  returning 
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converter  slag  to  the  electric  furnace,  which  generated  high  levels  of  in- 
plant  arsenic  emissions.  In-plant  tests  showed  that  tlio  anode  furnm'rs  had 
to  be  hooded  and  ventilated  to  achieve  OSHA  compliance.  The  new 
equipment  in  the  utilities  area  is  all  required  to  support  the  new  pollution 
control  equipment.  Thus,  each  of  the  items  that  EPA  characterized  as 
process  improvements  were  in  fact  required  for  environmental  reasons. 

4.  Anaconda's  internal  environmental  and  health  policies  may 
have  imposed  sufficient  financial  burdens  on  the  smelter  to 
significantly  contribute  to  the  closure  decision. 

Anaconda's  Health,  Safety  and  Environmental  Protection  policies  were 
developed  for  the  purpose  of  protecting  workers'  health  and  the 
environment.  We  did  not  analyze  the  economics  of  retrofitting  the  smelter 
to  conform  to  these  policies.  Because  we  would  have  considered  both 
engineering  controls  as  weU  as  other  methods  of  protection,  we  doubt  that 
the  implementation  of  these  policies  would  have  imposed  significant 
financial  burdens  on  the  smelter. 

6.  The  Clean  Air  Act  Amendments  of  1977  recognize  the  special 
problems  facing  nonferrous  smelters  like  Anaconda's  and 
contain  unique  provisions  that  give  companies  an  extended 
period  of  time  to  comply  with  requirements  of  the  act. 

This  statement  refers  to  the  section  of  the  Clean  Air  Act  permitting 
certain  smelters  to  be  granted  a  Nonferrous  Smelter  Order  (NSO). 
Anaconda  may  or  may-  not  have  been  able  to  meet  the  eligibility 
requirements  for  an  NSO,  but  if  NSO's  had  been  applied  for  and  granted, 
Anaconda  still  would  have  been  required  to  make  the  complete  retrofit 
capiteil  expenditures. 


7.  Within  the  flexibility  granted  in  administering  the  NSO 
provision  of  the  Act,  H>A  demonstrated  its  willingness  to 
explore  possible  solutions  with  Anaconda. 

In  a  letter  to  Senator  Melcher  dated  October  28,  1981,  EPA  stated  that 
possible  extension  of  the  compliance  date  could  be  attained  in  two  ways— 
either  through  a  consent  decree  or  a  Nonferrous  Smelter  Order.  Under  a 
consent  decree,  the  EPA  stated  that  "the  smelter  would  have  to  post  a  bond 
assuring  that  it  would  shut  down  by  December  31,  1982".  Under  an  initial 
NSO,  if  granted,  "a  smelter's  off-gases  for  major  process  equipment  must 
be  treated  with  constant  control  technology."  One  method  proposed  by 
EPA  would  have  required  shutting  down  at  the  end  of  1982,  and  the  other 
would  have  required  the  complete  retrofit  spending  program.  Anaconda 
explored  aU  of  the  options  presented  to  it,  but  none  of  them  provided  any 
new  alternatives  that  had  not  already  been  considered.  In  any  event,  even 
if  an  NSO  or  a  consent  decree  were  available,  neither  of  these  avenues 
would  have  provided  relief  from  Federal  Ambient  Standards,  nor  from  other 
major  environmental  requirements— OSHA  lead  and  the  pending  OSHA 
arsenic  and  sulfur  dioxide  standards. 
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9.  ARCO  expedited  the  closure  of  the  smelter  in  order  to  seize 

the   current  opportunity  of  securing  reasonable  terms  with 
Japanese  smeltersT  ~  ' 

Under  EPA's  consent  decree  option,  Anaconda  apparently  could  have 
operated  until  the  end  of  1982  without  fuUy  complying  with  the  Clean  Air 
Act.  However,  we  then  would  have  faced  the  question  of  when  to  shut 
down  during  that  two  year  period.  As  we  have  stated  on  several  occasions, 
the  Butte  concentrate  has  a  high  level  of  impurities  and  is  a  difficult 
concentrate  to  process  in  a  smelter.  Thus,  we  decided  to  attempt  to  place 
this  concentrate  now  rather  than  run  the  risk  in  two  years  of  not  being  able 
to  find  smelting  capacity  and  thus  having  to  shut  down  the  Butte  mining 
operations  as  weU. 

Although  the  purpose  of  the  EPA  inquiry  is  only  to  ascertain  to  what  extent 
the  requirements  of  the  Clean  Air  Act  were  responsible  for  the  closure  of 
the  smelter,  we  think  it  important  to  reiterate  that  the  impact  of  the 
entire  array  of  environmental  and  workplace  regulations,  and  not  the  Clean 
Air  Act  alone,  dictated  the  shutdown  decision.  Thus,  although  some  of  the 
avenues  of  relief  under  the  Clean  Air  Act  which  the  EPA  report 
enumerates  may  have  been  avaUable  to  Anaconda,  they  would  not  have 
enabled  us  to  keep  the  smelter  open  because  of  the  continued  requirements 
of  other  environmental  regulations. 

Anaconda  wishes  to  express  its  appreciation  for  the  courtesies  you  and  your 
committee  extended  to  the  Anaconda  representatives  who  testified  on  the 
smelter  closure.  Please  let  us  know  if  we  can  provide  any  additional 
information. 

Yours  sincerely, 

y.  F.  Anderson 
JFA/pjn 
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